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Declaration of Punta del Este 


Che Inter-American Economic and Social Conference, 
which was convened at Punta del Este, Uruguay, to 
advance plans for the social and economic progress 
of the Western Hemisphere and which was attended by 
representatives of all the American republics, ended on 
August 17 with the signing of the Charter of the Alli- 
ance for Progress. On the preceding day the Conference 
had adopted the Declaration of Punta del Este, which 
summarizes the objectives and achievements of the 
Conference and the contents of the Charter. 

Asserting that the Alliance is founded on the prin- 
ciples of representative democracy and the dignity of 
the individual, the Declaration sets forth the principal 
goals toward which the signatory countries have agreed 
to work, which include the following: accelerated eco- 
nomic and social development with a view to a rapid 
and substantial increase in the average income; housing 
programs to provide decent homes for the people; pro- 
grams of integral agrarian reform, in accordance with 
the characteristics and requirements of each country, 
sO as to assure an equitable system of property and, 
together with appropriate credit and technical assist- 
ance, to provide the farmer with a basis of economic 
stability and increasing welfare; progress at all levels 
of education and in public health and sanitation; fair 
wages and working conditions and effective systems of 
labor-management relations; and a reform of tax laws 
and tax enforcement that would redistribute national 
income for the benefit of those most in need and, at 
the same time, promote savings and investment. 

With specific reference to financial policy, the stated 
objective is “To maintain monetary and fiscal policies 
which, while avoiding the intoxication of inflation or 
the mire of deflation, will protect the purchasing power 
of the many, guarantee where possible price stability, 


Gold Prices 


The dollar price of gold in London rose to $35.16% 
during the week ended August 18, the highest price 
since February 15. Since the third week of June, the 
advance has reached a total of more than 10 cents a 
fine ounce. This increase has probably been due more 
to the reluctance of the authorities to meet the demands 
of the market than to a growth in these demands 
themselves. 


and form an adequate basis for economic development.” 
The Declaration further advocates the stimulation of 
private enterprise as a means to encourage the develop- 
ment of the economies and growth of employment; the 
solution of the problem of excessive price fluctuations 
of the basic Latin American exports; and the acceler- 
ation of the economic integration of Latin America. 

The Declaration stresses the importance of self-help 
efforts by each country in promoting these objectives, 
but recognizes the need to supplement such efforts by 
external assistance. The United States pledges itself to 
supply financial and technical cooperation and to pro- 
vide a major part of the minimum of $20 billion that, 
it is estimated, Latin America will require over the 
next 10 years from all external sources. The United 
States will provide from public funds over $1 billion 
in the 12-month period that began in March 1961 when 
the Alliance for Progress was announced. It intends to 
make development loans available on a long-term basis 
(up to 50 years) at very low interest rates, and some- 
times without interest. For their part, the countries of 
Latin America agree to devote a rapidly increasing 
share of their resources to economic and social develop- 
ment and to make such reforms as may be necessary 
toward this goal. They will formulate comprehensive 
national programs for the development of their own 
economies, and independent experts will be made avail- 
able to them to assist in this task. 

The signatories consider that the Inter-American sys- 
tem is entering a new phase that calls for immediate and 
tangible measures to secure a better life for the present 
and future generations of the Western Hemisphere. 


Source: EXE... 


The Washington 
August 17, 1961. 


Post, Washington, 


There has been a growing interest in gold coins in 
recent weeks, arising largely out of the Berlin situation. 
In the early part of July, the old sovereign, which is 
more difficult to acquire than the new Queen Elizabeth 
coin, was being quoted at about $9.55-9.60; but during 
the week ended August 19, it fetched as much as 
$9.85-9.90, a level as high as, if not higher than, that 
attained during the “gold rush” last October. The new 
sovereign, which also has a gold content of $8.23, rose 
from $9.48 on August 9 to $9.67 on August 18. 
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A large number of these coins are sold in Ziirich, 

whence many find their way to France and Belgium. 

The Middle East and Greece are also extensive buyers. 

Sources: The Times, August 12 and 19, 1961, and The 
Financial Times, August 19, 1961, London, 
England. 


Europe 


Sterling Quotations 


The recovery in sterling in the foreign exchange 
markets, that proceeded almost without interruption 
in the two weeks following the Chancellor of the 
Exchequer’s economic statement on July 25, has been 
checked in the last week or so. The measures which 
the Chancellor announced were generally regarded in 
the market as a step in the right direction, but judgment 
on their ultimate efficacy has mostly been withheld until 
the wages issue is put to the test. The limited restora- 
tion of confidence in sterling was sufficient to encour- 
age dealers to cover their very short positions, but now 
that this first flush is over the underlying hesitations are 
becoming more apparent. However, in the view of the 
Economist, the general mood in the market is still very 
different from what it was before the measures were 
announced, even though for the time being confidence 
in sterling might be said to be neutral rather than 
positively favorable. 

The gathering crisis over Berlin has thrown a shadow 
over the financial market as a whole, though the effect 
has generally been to reduce the volume of business 
rather than to cause sharp price movements. Some funds 
have moved out of Germany, mainly to Switzerland 
and Italy, but some German banks appear to regard the 
situation also as a reason to sell sterling. On August 15 
the Bank of England may have sold some dollars to 
prevent sterling from falling below its parity of $2.80, 
but the volume of selling was relatively small, and on 
the following day sterling was in demand on a thin 
market and rose to $2.80%. 


Source: The Economist, London, England, August 19, 


1961 


U.K. Trade 


Preliminary figures for the overseas trade of the 
United Kingdom in July show a further narrowing of 
the crude overseas trade deficit. The excess of imports 
over exports amounted to £27.8 million, compared with 
£41.2 million in June and £81.9 million in May. It is 
now fairly clear that while exports are showing no 
strong tendency to rise, imports are definitely tending 
downward. After eliminating normal seasonal variations, 
U.K. exports in May, June, and July were % of | per 
cent higher than in February, March, and April. The 


average rate of exports in the first seven months of 1961 
was 4 per cent higher than the average for 1960. On the 
same basis, imports in the May to July period were 
2% per cent less than in the period February to 
April; and in the seven months to July 1961 im- 
ports were, on the average, 242 per cent less than 
the average for 1960. 

Source: The Times, London, England, August 17, 
1961. 


Norway's Balance of Payments 

Preliminary estimates for Norway's balance of pay- 
ments for the first half of 1961 show a current account 
deficit of NKr 1,075 million ($150 million), compared 
with one of NKr 320 million in the first half of 1960. 
The net inflow of capital amounted to NKr 966 million 
and unidentified capital transactions (including errors 
and omissions) to NKr 181 million. Foreign exchange 
reserves increased by NKr 72 million, to NKr 3,004 mil- 
lion ($420 million) at the end of June 1961. 

The trade deficit, excluding ships, which was 
NKr 1,358 million in the first half of 1960, increased 
to NKr 1,686 million this year; net imports of ships 
rose by NKr 349 million, to NKr 1,102 million. Net 
freight earnings, at NKr 1,585 million, were slightly 
lower than in the first half of 1960 as a result of lower 
freight rates. Net income from other services fell from 
NKr 201 million to NKr 188 million, and net payments 
on account of interest rose from NKr 138 million to 
NKr 141 million, while donations received fell by 
NKr 17 million, to NKr 81 million. 

The gross capital inflow, which amounted to 
NKr 1,218 million, included NKr 189 million from offi- 
cial loans, of which NKr 129 million represented the 
Government's bond loan in the United States (see this 
News Survey, Vol. XIII, p. 149). Net loans in connec- 
tion with the import of ships amounted to NKr 701 mil- 
lion and other long-term loans to NKr 209 million. 


Source: Statistisk Sentralbyra, Statistisk Ukehefte, Oslo, 
Norway, August 17, 1961. 


Norway's Trade with Brazil 


After negotiations between Norway and Brazil an 
agreement to replace the former clearing agreement 
has been reached, whereby payments between the two 
countries will take place in convertible currencies start- 
ing on September 29, 1961. Under this new payments 
system, the licensing of imports from, and exports to, 
Brazil will be abolished, and the arrangement that at 
least 75 per cent of Norway’s imports of coffee shall 
originate in Brazil will also be terminated. Under the 
clearing agreement Brazil has at present a debt to 
Norway, which will be settled by deliveries of goods. 
Sources: Norges Handels og Sj@fartstidende, Oslo, 
Norway, August 9 and 14, 1961. 
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Economic Situation in Sweden 


According to the latest review of Sweden’s economic 
position, made by the Swedish National Institute of Eco- 
nomic Research, the third quarter of 1961 should see 
a continued expansion of production, new orders, and 
employment in industry. This is true mainly for the 
engineering and paper industries, and for part of the 
consumer goods industries, but it is doubtful whether 
the volume of production can be maintained in the 
woodpulp industry and saw mills. Moreover, there is 
some doubt about all these plans, because the scarcity of 
labor was further intensified during the second quarter. 

On a seasonally adjusted basis, total industrial pro- 
duction in the second quarter was higher than in the 
first quarter. The increase was particularly marked in 
the engineering and electrotechnical industries, some 
sectors of the wood industry, and the food industry. 
Production in the shoe, leather, and rubber goods 
industries, and in some sectors of the textile industry, 
seems to have stagnated, or even declined. In the iron 
ore mines and iron and steel works, where previous 
production plans indicated an increase in the second 
quarter, production did not exceed the high level 
reached in the first quarter of the year. 

Orders received by industry in the second quarter 
seem to have followed the same trend as production. 
In many branches the tendency was for more orders 
from the home market than had been anticipated, 
whereas the receipt of export orders fell somewhat 
short of expectations. 

Stocks of finished products in general seem to have 
been at a reasonable level at the end of June, except in 
the forest industries, where several companies report 
that stocks of finished products are too large and that 
unintentional increases took place in the second quar- 
ter. Prospects for the third quarter seem to indicate that 
in most branches stocks will decline somewhat or remain 
unchanged. In the woodpulp industry, however, stocks 
may continue to increase. 
Svenska Dagbladet, 
July 20, 1961. 


Source: Stockholm, Sweden, 


Denmark and the EEC 


In a Note to the Commission of the European 
Economic Community (EEC), Denmark has applied 
for membership in the EEC in accordance with 
Article 237 of the Treaty of Rome. When submitting 
the Note the Danish Ambassador proposed that the 
initial negotiations between the EEC and Denmark 
should be held at the ministerial level. 

The Danish Ambassador stressed that a large major- 
ity of the Danish Parliament were in favor of Denmark 
applying for membership in the EEC when the United 
Kingdom did so, and the Government wished that the 
negotiations over the conditions of Denmark’s admis- 


sion should be started at the same time as those for the 
admission of the United Kingdom. The Government 
hoped that the amendments to the Treaty necessitated 
by Denmark’s application and the special needs of 
Denmark, including Greenland and the Faroe Islands, 
could be solved by supplementary protocols to the 
Treaty of Rome. 

Denmark was interested in participating in the com- 
ing negotiations within the EEC concerning a common 
agricultural policy, and it was hoped that increased 
discrimination against Danish agricultural exports could 
be prevented during the period of negotiations concern- 
ing Denmark’s admission. 


Source: Boérsen, Copenhagen, Denmark, August 11, 
1961. 


Economic Conditions in Germany 


In its latest quarterly report, the Deutsche Bundes- 
bank notes an easing of the pressures on the economy 
of the Federal Republic, as a result of a slowing down 
in the flow of both foreign and domestic orders. The 
weakening of foreign demand, which was already re- 
flected in the flow of orders late in 1960, became 
increasingly apparent as a result of the revaluation of 
the deutsche mark in March 1961. On a seasonally 
adjusted basis, exports had declined somewhat after 
the turn of the year, though in June they were still 
substantially greater than a year earlier. Export orders 
in March-June 1961 were 4 per cent lower in value and 
6 per cent lower in volume than those recorded in the 
same period of 1960. 

Partly as a consequence of the more cautious expec- 
tations concerning exports, the growth of domestic 
orders for investment goods also leveled off in recent 
months, though investment activity was higher than 
in earlier periods. In view of the large backlog of 
orders for investment goods, a reduction in deliveries 
cannot be foreseen for some time. The pressure in the 
building sector shows no sign of abating. In general, 
moreover, the growth of private consumption based on 
the sharp rise in incomes, especially as a result of the 
large wage and salary increases, is still strong. In May 
and June 1961, retail sales were 10 per cent higher 
than at the same time last year; during the first four 
months of 1961, they had been 8 per cent above the 
corresponding 1960 figures. Nevertheless, domestic 
orders for consumer goods booked in recent months 
remained below the level recorded a year ago, the less 
buoyant demand for certain consumer goods being due 
partly to more cautious additions to inventories. 

On a seasonally adjusted basis, industrial output has 
risen very little since the turn of the year, and has been 
more severely limited than in 1960 by the shortage of 
labor and lack of capacity in certain branches. Employ- 
ment in industry has increased, but the average number 
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of hours worked each week has declined somewhat; 
output per man-hour was only about 3 per cent higher 
in the second quarter of 1961 than in the same period 
of the previous year—a much slower rate of increase 
than hitherto. The number of job vacancies reported, 
which had declined somewhat in April and May, rose 
again in June, in spite of considerable additions to 
employment resulting from the recruitment of foreign 
workers and the expanded influx of refugees from 
Eastern Germany. 

Prices have remained relatively stable, except for 
increases in the prices of some agricultural products. 
Industrial prices declined slightly, after having moved 
slowly upward for more than two years; this was largely 
the result of a marked decline in prices of raw materials, 
especially since the revaluation. Prices of agricultural 
products rose by more than 7 per cent from March to 
June 1961. Mainly as a result of the ensuing rise in 
food prices, the cost of living index was 1.4 per cent 
higher in June 1961 than in March, and 2.9 per cent 
higher than in June 1960. Since the current gains in 
productivity are substantially below the average rise in 
incomes there will be a continuing tendency for prices 
to rise. Collective agreements entering into force in the 
second quarter of 1961 resulted in pay increases aver- 
aging 9.5 per cent for 4.8 million wage and salary 
earners. 

Balance of Payments 


A surplus of DM 2.1 billion on the goods and serv- 
ices account of the balance of payments was recorded in 
the second quarter of 1961, compared with a surplus 
of DM 1.6 billion in the second quarter of 1960. The 
surplus on services account declined to DM 360 million, 
compared with DM 740 million in the first quarter of 
1961 and DM 700 million in the same quarter of 1960, 
mainly as a result of considerably larger tourist expendi- 
tures, which were stimulated by the appreciation of the 
deutsche mark. The trade balance in the second quarter 
of 1961, on the other hand, showed a surplus of 
DM 1.7 billion, twice that in the same period of 1960. 
Imports of manufactured goods rose considerably in 
recent months, and in the second quarter imports of 
finished goods were 10 per cent higher than at the same 
time last year. However, exports, though showing a 
tendency since the beginning of 1961 to decline, were 
11 per cent higher in the second quarter of 1961 than 
in the corresponding. period of 1960. 

Despite the large current account surplus, the 
Bundesbank’s gold and foreign exchange holdings de- 
clined by DM 1.9 million m the second quarter of 
1961, mainly because of advance debt repayments total- 
ing DM 3.1 billion. Donations by Germany amounted 
to DM 0.8 billion in this period. Other capital trans- 
actions (including errors and omissions) led to a net 
outflow of DM 0.1 billion. Long-term capital transfers 


on official account rose from DM 425 million in the 
first quarter of 1961 to DM 740 million in the second 
quarter, as a result of increased direct aid to less devel- 
oped countries and higher contributions to international 
organizations. Net purchases of German securities by 
foreigners declined, while there was a recovery in net 
purchases of foreign securities by German residents. 
Moreover, the net foreign exchange position of the 
commercial banks improved by DM 0.6 billion as their 
short-term foreign assets rose by more than their short- 
term foreign liabilities. There remained, however, an in- 
flow on account of identified short-term transactions (in- 
cluding errors and omissions) amounting to DM 1.2 bil- 
lion, resulting from credit operations intended to cover 
foreign claims against exchange risks, as well as from 
advance payments for exports and delayed settlements 
for imports. In July the gold and foreign exchange 
holdings in the Bundesbank declined by a further 
DM 354 million, and at the end of the month amounted 
to DM 29.2 billion ($7.3 billion). 


Deutsche Bundesbank, Monthly Report, 
Frankfurt am Main, Germany, July 1961. 


Source 


Belgian Foreign Trade 

Foreign trade of the Belgian-Luxembourg Economic 
Union (BLEU), which had increased by 15 per cent 
in value in 1960, continued to expand—though at a 
somewhat slower rate—in the first half of 1961, after 
the interruption brought about by the strikes of last 
December-January. The trade deficit in the first half 
of 1961 increased to BF 9 billion, compared with 
BF 1.5 billion in the same period of 1960. Imports 
(c.i.f.) totaled BF 105 billion, compared with 
BF 97.5 billion in the first half of 1960, an increase of 
7.5 per cent, reflecting the expansion of economic 
activity. No significant change in the prices of imported 
goods was recorded. But for the loss incurred in January 
when exports, as a result of the strikes, dropped to 
BF 12 billion, against BF 15.7 billion in January 1960, 
there would have been some increase in exports in the 
first half of 1961. Indeed, for the period February- 
July 1961, the value of exports was 5 per cent higher 
than in the corresponding period of last year. As it 
was, however, their total for January-June 1961 
(BF 96.3 billion) was practically the same as in the 
first half of 1960 (BF 96.1 billion). The ratio of 
exports (f.o.b.) to imports (c.i.f.) was 92 per cent. 

The geographical distribution of the BLEU’s foreign 
trade during the first months of 1961 accentuated the 
most important feature recorded in 1960, viz., the 
increasing importance of trade with the European 
Economic Community (EEC). In 1961 this applied 
not only to exports, as in 1960, but also to imports, 
which in the first quarter of 1961 rose to BF 27 billion 
(compared with BF 23.1 billion in the same period 
in 1960) and amounted to 51 per cent of total imports 
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into the BLEU (against 46 per cent a year earlier). 
Exports to EEC countries rose from BF 46.6 billion in 
the first half of 1960 to BF 52 billion in the same 
period this year, and the share of the EEC countries 
in total Belgian sales abroad increased from 48 per 
cent to 54 per cent. 


Sources: Agence Economique et Financiére, Brussels, 
Belgium, various issues; Neue Ziircher Zei- 
tung, Ziirich, Switzerland, August 8, 1961. 


French Imports of Hard Wheat 


French production of hard wheat is small; domestic 
requirements are normally met by imports from Algeria, 
Tunisia, and Morocco and are purchased at the support 
price prevailing in France. Imports from other large 
producers of hard wheat, notably the United States, 
Canada, and Argentina, take place only when the 
normal sources of supply are insufficient. These imports 
are effected at world market prices, which in past years 
were generally considerably lower than the French sup- 
port price. In 1959 and 1960, crops of hard wheat in 
Algeria, Tunisia, and Morocco declined, while domestic 
consumption in those countries increased, reducing the 
quantities available for export to France. In 1960, 
France imported 67,000 tons of hard wheat from 
Morocco, 40,000 tons from Tunisia, and 500 tons from 
Algeria, at the French price of NF 490 per ton; and 
189,000 tons from Canada and 33,000 tons from Argen- 
tina, at world market prices of NF 350-380 per ton. 


In 1961, the crops of hard wheat in the United 
States, Canada, and North Africa have been consider- 
ably reduced as a result of severe droughts, and Algeria, 
Tunisia, and Morocco will be unable to export any 
hard wheat in 1961-62. 

The failure of the current crop has resulted in an 
increase to NF 600-650 per ton in the world market 
price, which is now substantially higher than the French 
support price, recently raised to NF 500 per ton. In 
recent months France has puchased about 200,000 tons 
of hard wheat, including 75,000 tons from the United 
States. Additional quantities will have to be bought in 
the world markets in order to cover France’s own import 
requirements (about 300,000 tons) and those of 
Algeria (about 420,000 tons). 


Sources: Le Monde, Paris, France, August 5 and 18, 
1961. 


Economic Expansion in Italy 

After two years of expansion, the Italian economy 
maintained a high level of activity during the first half 
of 1961, and forecasts for the third quarter of the year 
are optimistic. Total industrial output during the first 
five months of 1961 was 8.6 per cent above that for 
the corresponding period of 1960. This expansion was 
most marked in the production of investment goods and 


basic materials, e.g., engineering products by 16.5 per 
cent; cement, 16 per cent; and steel, 10 per cent. There 
was also a substantial expansion in construction and 
services. Agricultural output in 1961 is expected to be 
larger than in 1960. The first estimates put the wheat 
harvest at 7.9 million tons, 16 per cent higher than 
in 1960. 

In some industrial sectors continued expansion is 
becoming dependent on an increase in plant capacity, 
and delivery terms are lengthening. The scarcity of 
skilled labor in the northern regions is spreading to 
other areas, and a scarcity of nonskilled workers has 
begun to appear. For the moment, however, there is no 
serious sign of disequilibrium. Wholesale prices re- 
mained unchanged during the first half of 1961. Retail 
prices and the cost of living increased by about 2 per 
cent between June 1960 and June 1961, mainly as a 
result of increases in rent and in the prices of services 
and clothing. The renewal of collective labor contracts 
during the first half of 1961 resulted in some substantial 
wage increases, so that the wage index for industry and 
commerce rose by about 3.5 per cent. These increases 
have been counterbalanced by 
productivity. 

Imports during the first half of 1961 increased by 
about 13 per cent over the corresponding period of 
1960, while exports increased by 9 per cent. The trade 
deficit (imports c.i.f.) during that period was $668 mil- 
lion, compared with $529 million during the first half 
of 1960. Tourism and other receipts more than offset 
the trade deficit. 


substantial gains in 


Sources: 24 Ore, Milan, Italy, July 29 and August 4, 
5, and 19, 1961. 


Middle East 


Israel's Government Budget 


At a recent press conference, the Accountant-General 
of Israel, Dr. Avraham Neeman, reviewed the budget 
situation and noted the achievement of a greater stability 
in the Government’s accounts since 1959-60. The 
budget deficit, which had gone up from [£6 million in 
1958-59 to 1£33 million in 1959-60, declined to 
1£23 million in 1960-61. Ordinary budget receipts in 
1960-61 came to 1I£1,027 million, falling short of 
budget estimates by [£47 million, owing partly to a lag 
of 1£40 million in income from customs. This was 
matched by a cut in expenditures of I£45 million. 
Income for the Development Budget came to 1£524 mil- 
lion instead of 1£639 million, owing to a delay in 
concluding the U.S. agricultural surplus commodity 
agreement and to the fact that the Treasury raised only 
1£67 million in internal short-term loans instead of the 
planned I£140 million. The execution of projects under 
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the Development Budget is accordingly being extended 
over an 18-month period, and expenditures during the 
12 months of the fiscal year 1960-61 amounted to 
[£539 million only. 

The Budget (Ordinary and Development) for 1961- 
62, based on an estimated revenue of [£2,100 million, 
provides for a deficit of 1£45 million; but a reserve of 
[£25 million, originating from unpaid balances due to 
the Treasury from previous years, will offset part of 
this deficit 

During the first three months (April-June 1961) of 
the current fiscal year, budget receipts amounted to 
[£422 million and expenditures to 1£437 million, giving 
a budget deficit so far of 1£15 million. This deficit—like 
that in 1960-61—was, however, more than balanced 
by a cash surplus derived from nonbudgetary sources. 
Source: The Jerusalem Post, Jerusalem, 

gust 10, 1961. 


Israel, Au- 


Far East and Australasia 


Indian Policy for Jute Mills 


The Indian Jute Mills Association has announced 
that proposals for the block closure of mills or the 
sealing of additional looms have been rejected. Mills 
will now suspend operations or restrict consumption 


individually as their raw jute supplies are exhausted. 
Source: The Financial London, 
August 8, 1961. 


Times, England, 


Discontinuance of Exchange Certificates in Korea 


On August |, 1961 the Bank of Korea discontinued 
the issue of exchange certificates against the surrender 
of foreign exchange. Since February 2, 1961, all foreign 
exchange owned by residents must be surrendered to 
the Bank of Korea at the banking rate, which consists 
of two components: a basic fixed rate of hw 1,250 = $1, 
and a flexible certificate rate initially set at hw 50 = $1. 
Until July 31, the Bank issued to those surrendering 
exchange nontransferable certificates valid for three 
months. Holders of certificates could repurchase during 
that period the exchange surrendered at the rate at 
which it was surrendered, whereas the prevailing rate 
would be applicable in the case of purchases by those 
not holding certificates (see this News Survey, Vol. 
XIII, p. 55). The authorities have now stated that 
although the certificates issued prior to July 31, 1961 
would be valid until their respective maturities, no 
benefit would accrue to their holders because it is in- 
tended to maintain the present banking rate. Moreover, 
beginning August 1, 1961, all registered importers 
would be eligible to purchase foreign exchange for the 
payment of imports permitted under the existing trade 
program. The basic rate would continue unchanged at 
hw 1,250 = $1, and the banking rate at hw 1,300 = $1. 
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The Government has also introduced, from August 1, 
a system of quarterly exchange allocations, in an effort 
to maintain the current banking rate. According to the 
authorities, this was necessary in order to equate the 
demand and supply of exchange at the prevailing bank- 
ing rate, as the change in rules concerning exchange 
sales could lead to an excessive demand for exchange. 
However, the amount of exchange made available for 
imports in the current period has not been published, 
because, according to the authorities, the exchange allo- 
cation is sufficient to meet the amount required for im- 
ports permitted under the current trade program. 
Sources: The Chosun Ilbo, Seoul, Korea, July 31 and 
August 1, 1961. 


Australia and the EEC 


The Australian Minister of Trade, Mr. McEwen, has 
told Parliament that great good might come of the eco- 
nomic and political integration of Western Europe. 
Nevertheless, if the United Kingdom and other Euro- 
pean countries joined a larger Common Market, Aus- 
tralia, New Zealand, and other exporting countries 
within and outside the Commonwealth must be assured 
that they would be permitted to sell adequate and con- 
tinuing quantities of traditional items of trade. Mr. 
McEwen did not contemplate that such quantities 
would have to be unlimited in relation to the reason- 
able needs for protection of producers in the member 
countries. At the same time, he could see no argument 
against Australia being allowed to receive, for whatever 
reasonable quantities it did sell, the same prices as the 
Common Market countries considered appropriate for 
their own producers, and not artificially depressed 
prices. The Treaty of Rome was designed to encourage 
European agricultural production by setting high prices, 
which would be safeguarded by preventing competition 
from imports. In the event, he foresaw greater food 
surpluses. These must be accepted as a problem not 
confined to those countries that produced them; the 
cost of disposing of them to needy and poor countries 
must be borne equitably by all who could share the 
burden. 


Mr. McEwen went on to*say that he could see nothing 
but havoc for many industries in Australia and New 
Zealand if the United Kingdom joined the Common 
Market under the existing terms of the Treaty of Rome. 
He was sure that the United Kingdom would try to 
negotiate modifications, but, he added, it should not be 
forgotten that modifications that would substantially 
maintain Australia’s present position would have rep- 
resented a major part of the argument that Britain had 
unsuccessfully pressed in the past. 


Source: The Times, London, England, August 18, 
1961. 
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Western Hemisphere 


U.S. Balance of Payments 


The balance of payments of the United States showed 
improvement during the second quarter of 1961 as a 
result of certain extraordinary repayments of govern- 
ment loans. Preliminary data indicate that the rise in 
Official holdings of gold and convertible currencies 
during the quarter exceeded by about $60 million the 
increase in total U.S. short-term liabilities to foreign 
countries and international institutions. This advance 
in the net international liquidity of the United States, 
representing the first surplus in its international ac- 
counts since 1957, contrasted sharply with the large 
deficit of the intervening periods. 

Apart from the special loan repayments, however, 
the U.S. balance of payments position did not improve. 
The loan repayments totaled about $650 million— 
approximately $590 million from Germany, $40 million 
from the Netherlands, and $20 million from the Philip- 
pines. If these repayments had not taken place, the 
U.S. net liquidity position would have deteriorated by 
the equivalent, at a seasonally adjusted annual rate, 
of about $1.8 billion. This compares with a decline 
of $1.2 billion during the first quarter of the year. The 
further decline in the net liquidity position (exclusive 
of the extraordinary repayments) from the first to the 
second quarter resulted mainly from a contraction of 
merchandise exports. 

On the basis of partial and preliminary data, it ap- 
pears that the outflow of short-term U.S. capital, which 
was a major factor in the adverse balance of payments 
during the second half of 1960 and which continued 
at a high rate in the first quarter of 1961, subsided after 
April. It is likely, however, that other capital outflows 
increased and that the balance of all U.S. capital flows 
showed considerably less improvement than the bal- 
ance of short-term movements alone. 


Source: Department of Commerce, Press 
Washington, D.C., August 17, 1961. 


Release, 


U.S. Business Conditions in July 


Industrial production, construction activity, and non- 
farm employment in the United States continued to 
improve in July. At 112 per cent of the 1957 average, 
the industrial production index was 2 per cent higher 
than in June, and 2% per cent above the plateau in the 
first half of 1960. Gains were widespread among both 
final and intermediate products. 

New construction activity increased 2 per cent fur- 
ther in July, to a seasonally adjusted annual rate of 
$58.7 billion, a new peak. Residential and highway 
building continued to increase, and work on military 
facilities rose sharply, while most other construction 
activity remained substantially unchanged. 


The growth in seasonally adjusted nonfarm employ- 
ment in July reflected further gains in the durable 
goods industries, construction, trade, and services. At 
53.4 million, nonfarm employment was 1.2 million 
above the lowest figure reached in March and equal 
to the peak attained a year earlier. The seasonally ad- 
justed unemployment rate was 6.9 per cent, about the 
level prevailing since December. 


Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D.C., Au- 
gust 15, 1961. 


IDB Loans 


The Inter-American Development Bank (IDB) has 
announced recently the approval of the following loans: 


Amount of: Loan 


In dollars or 
currencies of In borrower's 
other members currency 


(US$'000 equivalent) 


Borrowing 


Date Country 


. Jul. Honduras 360 — 
Aug. Uruguay 2,993 2,750 
Aug. 3 Uruguay 450 190 
Aug. Panama 7,600! — 
Aug. Venezuela 12,0001 oo 
Aug. 3 El Salvador 2,000! - 
Aug. 7 Argentina 382 
. Aug. 10 Ecuador 1,626 
. Aug. 10 Guatemala 5,000 
10. Aug. 10 Mexico 2,000 
11. Aug. 10 El Salvador 2,100 
12. Aug. 10 El Salvador 1,050 
13. Aug. 10 El Salvador 1,260 
14. Aug. 10 El Salvador 165 
15. Aug. 10 El Salvador 840 1 
16. Aug. 10 Costa Rica 3,500! 


SPI AWRwWN- 


‘Oo 


1 Lent from the Social Progress Trust Fund established un- 
der the “Alliance for Progress” program, of which the IDB is 
Administrator. 


The purposes and terms of these loans were as fol- 
lows: 


1. For a chemical plant for the manufacture of 
detergents, etc. (8 years). 


2. To expand the water supply system of the city 
of Montevideo (20 years). 


3. For additions and improvements in a meat pack- 
ing plant (8% years). 
4. For 3,000 houses in San Miguelito (27 years). 


5. For a self-help program covering 21,000 low-cost 
houses (20 years). 


6. For loans to small-scale farmers (20 years). 


7. For studies of the Chocén-Cerros Colorados 
hydroelectric power project (5 years). 


8. For the development of wool production (11% 
years ). 
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9. For medium-term and long-term credits to private 
borrowers for specific economic projects (12 years). 

10. For medium-term credits to small and medium- 
sized industries outside the capital area (10 years). 


11. For medium-term and long-term credits to pri- 
vate borrowers for economic projects (13 years). 

12. For irrigation and flood control in the Zapotitan 
Valley (20 years). 

13. For a program of water supply modernization 
and expansion (20 years). 

14. For a pilot rural electrification project in the 
Olucuilta area (25 years) 

15. To improve sewer facilities in five towns (30% 
years). 

16. For 5,725 low-cost houses in San José and 
other communities (25 years). 


Sources: Inter-American Development Bank, Press Re- 
leases, Washington, D.C., July 31-August 10, 


1961 


Increase in Postal Rates in Brazil 


Brazilian postal and telegraph rates were increased 
on August | in order to reduce the operating deficit of 
the Postal-Telegraphic Department. Rates for regular 
domestic letters were increased by 300 per cent, for 
foreign surface letters by 1,100 per cent, for foreign 
air letters by 250-500 per cent, and for telegrams by 
250-400 per cent. Prior to these increases, the Depart- 
ment had estimated that in 1961 it would have receipts 
of Cr$2.5 billion and expenditures of Cr$18.0 billion. 
With the new rates in effect the deficit will be smaller 
during the remainder of the year, and a substantial re- 
duction is expected in the budgetary subsidy required 
to cover the losses of the Department. 


Sources: O Estado de §. Paulo, Sao Paulo. Brazil. 
June 25 and August 1, 1961. 


Uruguayan Shipping Law 


The Uruguayan Government has decreed measures 
for the protection of the nation’s merchant marine. One 
provision makes it obligatory for government-controlled 
agencies to utilize Uruguayan ships for import or ex- 
port shipments. Semiofficial agencies are urged to fol- 
low the same pattern. In addition, all goods imported 
or exported under specially granted official exemptions 
from export retentions and import surcharges must be 
carried in Uruguayan vessels; a default will involve for- 
feiture of the exemptions 

The decree also provides, however, that when Uru- 
guayan tonnage is not available foreign flag vessels 
may be utilized, providing that certificates to that effect 
are secured from the National Ports Administration and 
the National Mercantile Marine Chamber 


The Uruguayan Shipping Association, which rep- 
resents mainly foreign shipping operators, has criticized 
the decree, maintaining that it creates a virtual monopoly 
for the Uruguayan merchant marine. As, however, the 
Uruguayan merchant fleet consists of only five ocean- 
going vessels, it appears that the problem for shippers 
will center chiefly on obtaining the required certificates. 
Source: The Journal of Commerce, New York, N.Y.., 

August 16, 1961. 


Summary Index 


EEC: Denmark Seeks Membership 
IDB Loans 


Inter-American Economic and Social Conference 


Gold: Market Prices 


Australia: Views on the EEC 
Belgium: Foreign Trade, First Half 1961 


Brazil: Arrangements for Trade with Norway 
Increase in Postal Rates 


Denmark: Application to Join EEC 


France 


Hard Wheat Imports 

Germany, Federal Republic: Economic Conditions, 1961 
India: Closure of Jute Mills 

Israel: Budget, 1960-61 and 1961-62 

Italy: Economic Expansion, First Half 1961 

Korea: Discontinuance of Exchange Certificates 


Norway: Arrangements for Trade with Brazil 
Balance of Payments, First Half 1961 


Sweden: Economic Situation 


United Kingdom: Sterling in Exchange Markets 
Trade in July 


United States: Balance of Payments, Second Quarter 1961 
Business Conditions in July 


Uruguay: Flag Discrimination 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund's views. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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